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Executive summary

This report was prepared during my internship report in Robi Axiata Limited. This report has
helped me to understand the practical scenario of a Telecommunication Company. Robi Axiata
Limited is the second largest telecom operator in Bangladesh in terms of revenues and third largest
in terms of registered subscribers. It is a joint venture company between Axiata Group Berhad,
Malaysia and NTT DOCOMO INC, Japan, and was the first operator in the country to introduce
GPRS. Robi is also renowned for its unique product innovation, best win-back campaigns in the
market and regional market strengths in Chittagong/Comilla. This internship report is based on my
observation and experience gathered from the company. Focusing on the development of financial
and the ecosystem both globally and locally through mobile money business, which is being lead
by the Digital Services Division. | had the privilege to work with this division which was formed
in October 2012. The division provides Mobile Financial Services with different banks to its
customers. | carried out routine tasks of recording and organizing daily and weekly transactions/
registration records of bKash. I also helped out the team regularly in taking meeting minutes, doing
data entry, preparing various financial and statistical reports and presentation. | actively
participated in the brainstorming sessions and | was given the responsibility to plan campaign
events from the beginning to the end. | have gathered experiences in both Finance and Marketing
sections in Digital Services. The broad explanation of my work and the division is described in the
report. Along with the overview of the business dealings and the relationships of different banks
with Robi Axiata Limited, the advantages and the disadvantages that the team faces are also

mentioned.
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1. Purpose of the report:

This is an Internship report of Bachelor of Business Administration (BBA) program of BRAC
Business School requires a three months attachment with an organization followed by a report
assigned by the supervisor in the organization and endorsed by the faculty advisor. | took the
opportunity to do my internship in an international telecom company what is one of the leading
telecom service provider in Bangladesh, “Robi Axiata Ltd”.

Under the proper guidance of onsite supervisor Mr. Navid Anjum Tonmoy, | have conducted my
study on “Mobile money services widen financial inclusion and the development of ecosystem” in
Robi Axiata Limited. My faculty supervisor Ms. Sayla Sowat Siddique, Lecturer of BRAC
University, also approved the topic and authorized me to prepare this report as part of the

fulfillment of internship requirement and gave me proper guidance and assistance over time.

1.10Dbjective of the study:

1.1.1 Broad objective:
To know over all about the Company of Robi Axiata Limited and also the Mobile Money

services that it provides which widens the financial and its ecosystem.

1.1.2 Specific objectives:
a. To focus on the Mobile Money services both globally and in Bangladesh
b. To focus the financial involvement on Mobile money services in Robi Axiata Limited

c. To focus on the development of ecosystem by Mobile Money services.
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1.2 Methodology:

Source of Information:
a. Primary: The primary information is collected through face to face interview, observation,

and by doing daily works during the Internship period.

b. Secondary: The secondary information collected from website, office magazine, Journals,
books and some other relevant sources. Both primary and secondary data sources were
used to generate this report. Primary data sources are informal discussion with employees
who were directly involved in such activities and observation while working in different
desks. The secondary data sources are different published reports, manuals, price updates
and different publications of “Robi”.I searched for options and found out alternate
materials that provided me with information, such as the portals, websites special edition
magazines online or journals. | have practical experience of the flow of mobile money

system and a somewhat idea about how the financial transactions are done.
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1.3 Scope of the Research:

The report deals with the mobile money services and that widens the financial and the ecosystem
in terms of theoretical and financial point of view and the practical use. The study allows learning
about the importance of modern techniques and models used to make it more efficient. The study
will help to learn the practical procedures followed by the leading organizations.

Moreover the study will help to know that the daily work has become easier through technology

and it also helps the ecosystem to grow.

1.4 Limitations:

In making this report there were a lot of limitations. The prime limitation was the availability of
information. As this report mostly focuses on the financial side and the development of the
ecosystem, the exact amount/ values or the percentages are very limited foe Bangladesh and in

most cases could not be disclosed by Robi.
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2. Background of the Company:

The history of telecommunication in business is one of the great stories of technological progress
ever accomplished. It is now possible for an average person in a proper way with another in any
part of the world. Telecommunication play an increasingly important role in the world economy
and the worldwide telecommunication industry’s revenue was estimated to be $3.85 Trillian in
2008. The service revenue of the global telecommunications industry was estimated to be $1.7

Trillian in 2008.

Mobile phone has become an indispensable part of people’s everyday life. The telecom revolution
and its relentless evolution together have made it possible in developing countries like Bangladesh.
Very much like the nurture of the technology, the telecom industry in our country is also changing
very rapidly. This is how at its saturation and thus, the subscribers base is increasing at a decreasing

rate.

Through the first telecom company in Bangladesh, Citycell, was introduced in the 1990s, the
device did not become so pervasive until 1997, the year when the largest telecom of the country,
GrameenPhone (GP) hit the market with its GSM technology. Since then the industry grew at such
an incredible rate in just a decade that anyone can hardly imagine. Now there are a number of
players battling so hard for their respective market share and the consumers as well as the economy
are benefitted tremendously from this fierce competition. The mobile phone operators serving the

Bangladeshi population includes:

e Robi (Axiata Group Berhad and NTT DoCoMo INC)
e GrameenPhone (Telenor & Grameen Telecom Corporation)

e Banglalink (Orascom Telecom Holding S.A.E)
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e Airtel (Bharti Airtel & Warid Telecom International)
e Teletalk (BTCL)

e Citycell ( Singtel, Pacific Group and Far East Telecom)

2.1 Review of Robi Axiata Limited

In order to get on with the rhyme of the modern world, infra-structural development of the
telecommunication sector should get the priority. As a consequence, ROBI Axiata LTD one of the
pioneers not only in the telecommunications private sector of Bangladesh, but also a dynamic and
leading countrywide GSM communication solution provider. It is a joint venture company between
Axiata Group Berhad, Malaysia and NTT DOCOMO INC, Japan. With a mission to meet the
communication needs of the people of Bangladesh, Robi Axiata Ltd. formerly known as Telecom
Malaysia International (Bangladesh), commenced its operation in 997 under the brand name Aktel.
Later, on 28" March, 2010 the company started its new journey under the new brand name

“ROBI”.

By serving the urban dwellers and rural people simultaneously, ROBI is going to fulfill the
country’s vision to make communication a basic necessity and with the reach at all levels of the
society. Sharing ROBI’s experience and expertise with the people of Bangladesh will not only
assist in the development of the telecom infrastructure in the country but most importantly the

people will remain connected and closer with each other.

Robi is truly a people oriented brand of Bangladesh. Robi believes to be ahead with innovation
and creativity. The company is providing the telecommunication services to support national

telecommunication policy for a higher rate of telecommunications ration and coverage in
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Bangladesh. Robi is committed to provide warm, friendly approachable service to its valued
customers as well as mass society. Robi services its subscribers with the philosophy of the

excellence with the limited interconnection.

2.2 Market share of Robi:

Robi has got the third position 20.8% market share in the telecommunication industry of
Bangladesh considering the subscriber base and occupies the second position when revenue is

concerned.

2.3 Shareholding structure of ROBI:

Robi Axiata Limited is a joint venture company between Axiata Group Berhad (91.59%) and NTT

DOCOMO INC. (8.41%)

Shareholders Percentage
Axiata Group Berhad 91.59%
NTT DOCOMO INC. 8.41%

Table: shareholding Percentage
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»

axiata

advancing asia

Axiata Group Berhad,

Axiata is emerging leader in Asian telecommunications with significant presence in Malaysia,
Indonesia, Sri Lanka, Bangladesh and Cambodia. In addition, the Malaysian grown holding
company has strategic mobile and non-mobile telecommunications operations and investments in
India, Singapore, Iran, Pakistan and Thailand. Axiata Group Berhad, including its subsidiaries and
associates, has approximately 120 million mobile subscribers in Asia, and is listed on Malaysia’s

stock exchange (Bursa Malaysia).

docomo
NTT DOCOMO INC,

NTT DOCOMO INC is the world’s leading mobile communications company and the largest
mobile communications company in Japan DOCOMO serves over 56 million customers, including
44 million people subscribing to FomaTM, launched as the world’s first 3G mobile service based
on W-CDMA in 2001. DOCOMO also offers a wide variety of leading edge mobile multimedia
services, including i-modeTM, the world’s most popular mobile e-mail/Internet service used by
48 million people. With the addition of credit card and other e-wallet functions, DOCOMO mobile

phones have become highly versatile tools for daily life. With cutting edge technology and
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innovative services, DOCOMO is fast becoming a preferred lifestyle choice, continuously
expanding its role in its users’ lives, growing globally throughout Asia, Europe and North America.
NTT DOCOMO INC is listed on the Tokyo (9437), London (NDCM) and New York (DCM) stock

exchange.

2.4 Objectives of ROBI:

“Jole Uthun Aapon Shokti te”or Empowering You is the basic objective of Robi. Robi is there
for people where they want and the way they want in order to develop themselves, utilizing their
potentials and empowering own selves. This objective is followed by the principle of the
organization.

No matter what they do in order to realize their purpose, ROBI employees hold themselves

accountable to the following overarching guiding principles for their organization.

Vision:

To be the leader in Telecommunication sector in Bangladesh.

Mission:
Robi aims to achieve through being number one not only in terms of market share, bu also by being
an employer of choice with up-to-date knowledge and products geared to address the ever changing

needs of the promising nation.
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Theme:
Robi extends its services to its customers and subscribers with the theme of spreading its power to

every individual and empowering them with their own strength.
2.5 Product/ Service Offerings:

» Product Offerings:

e Prepaid: Robi prepaid has almost everything to offer, a single package that offers simplicity
and flexibility at the same time. Robi prepaid is continuously adding new features and plans
to provide absolute freedom to the customers. The prepaid connections are:

a. Joy21

b. Damal Samal 22

c. Tarunno 26

d. Anonna 27

e. Muhurto 31

f. Hoot Hut 32

g. Robi Club 34

h. Goti 36

i.  Nobanno 37

J. Shasroyee 38

k. Shorol 39

I.  Uddokta and easy load

e Postpaid: There are two basic postpaid connections in Robi. They are

a. Package 1

b. Package 2
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» Service offerings:
e Internet: Robi provides 3.5G which is the enhanced version of 3G that provides higher

mobile Internet speed of up to 21 Mbps.

e VAS: Robi provides most exciting and popular value added services to its customers. The
offers are:

a. SMS

b. Goon Goon

c. Circle

d. Balance Transfer

e. Bima life Insurance

e Advanced services: Robi unlocks the full potential of the handset, with the help of the
advanced value added services. The services are:

a. Call block

b. Phone Backup

c. Locator

d. BIMA life Insurance

e. Missed call alert

f. E-traffic

g. FNF and Priyo numbers
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Robi Corporate:
Robi corporate is founded on a robust network employing cutting-edge technology providing the
ultimate solutions in terms of voice clarity; a continuously expanding nationwide network
coverage; abundant international roaming global partners; popular value added services (VAS);
quality easy-access corporate customer care; competitive and tailored tariff plans and specific
billing.
The Corporate Strong-arm of Robi is committed to keeping you ahead of the rest. With Robi
Corporate, your company will be assigned a dedicated account manager who will provide
personalized assistance round the clock.

» Special Benefits of Robi Corporate

e The wide range of Corporate Packages to fulfill your needs

e Zero security deposit with NO monthly line rent.

e Convenient bill payment options.

e Robi Corporate Insurance Policy.

o Cutting edge value added services like GPRS, EDGE, Personal Assistant, Corporate

Messaging Platform with short code, Data and Fax call services, Call Center Solution,

Fixed rate group talk plan, Customized SMS based solution.
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3. Introduction

Mobile Financial Services (MFS) is an approach to offering financial services that combines
banking with mobile wireless networks which enables users to execute banking transactions,
mostly by means of a mobile device. This means the ability to make deposits, withdraw, and to
send or receive funds from a mobile account. Often these services are enabled by the use of Bank
appointed agents that allow mobile account holders to transact at independent agent locations or
bank branches. MFS is still new in Bangladesh (the industry just turned three) and this report aims

to capture its early development of the ecosystem.

Access to formal financial services can help households to better plan and manage their lives. MFS
offers the opportunity to build another channel beyond the bank branch and ATM network to
enable millions to have easier access to the formal banking system. Bangladesh Bank aims to build

a commercially viable, competitive and safe MFS market.

Bangladesh’s financial architecture started developing within public sector institutions established
at the time of Bangladesh’s independence. Over the last thirty years several new generations of
private banks have entered and today make up about one —half of banking assets. Bangladesh has
been a global leader in financial inclusion, building some of the original and still largest
microfinance institutions (MFIs). In addition to 4 state owned commercial banks and 610 licensed
MFIs, Bangladesh’s financial sector consists of 30 domestic commercial banks, 9 foreign banks,
4 government owned specialized (developed) banks, and 30 non-bank finance institutions.
Following several years of deliberations and ad hoc permissions on MFS, the Department of
currency Management and Payment systems of Bangladesh Bank issued “guidelines on Mobile

Financial Services (MFS) for the Banks on September 2011.
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3.1 Market Development of MFS in Bangladesh

The second half of 2011 marked an important turning point in MFS for Bangladesh. Earlier ad hoc
permissions from Bangladesh Bank were replaced with a set of guidelines providing the regulatory
certainty critical to promote market development. Providers have responded positively several
banks establishing active deployments. The three largest of these were launched in 2011 and early
2012.By the end of the next two years the early expansion came from BRAC Bank/bKash and
DBBL that have the largest numbers of registered customers and agents. These two players have

signed several MNO partners respectively.

The deployment that focuses on establishing mobile accounts and basic P2P services have grown
the fastest so far. Earlier licenses offered to banks and their MNO partners solely for inward foreign

remittance shave not grown much- a pattern consistent with international experiences.

The MFS market in Bangladesh is now at a moderate stage of development as the MFS providers
are seeking to stabilize their technology, build out agent networks and acquire new customers.
This involves a complex, sequenced set of activities that includes: (1) finding and training agents,
(2) marketing to bring attention to the service, (3) acquiring customers using know your customer
(KYC) forms and account opening processes while at the same time helping new customers to
begin to transact. The deployments that are most active today are seeking to expand their customer
bases as well as offering products different from the basic ones. The mobile money industry is led
by bKAsh and the industry has seen a threefold growth in number of registered subscribers in the
last one year. It is hoped that other providers entering the market might also grow and provide
more alternatives and competition. It is still early and much more will be learned about MFS in

Bangladesh over the coming year.
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3.2 Finding on the MFS Market Structure

The MFS guidelines and the honest broker role taken on by Bangladesh Bank have been
instrumental in the recent growth of this sector. After several years of uncertainty, the firm move
by Bangladesh Bank to establish MFS guidelines provided a positive signal that is enabling market
growth. Bangladesh Bank has also been proactive in bridging differences between commercials
banks and MNOs, and this honest broker role has been instrumental to the recent rapid growth of

BRAC Bank and Dutch-Bangla Bank in this sector.

Bank and MNOs share the view that the potential for MFS lies initially with P2P, small merchant
payments and mobile top ups. Interviews and surveys with banks and MNOs presents a consistent
picture that the expectations are for small payments to be the early drivers of MFS. At the same
time it’s also seen the benefits of safekeeping of funds. Importantly, banks and MNOs don’t expect
large volumes of inward foreign remittances to be received over MFS. They recognize that mobile
accounts will need to have more usability before clients will want to receive inward foreign
remittances into a mobile account. Deployments focusing on establishing mobile accounts and

driving small domestic payments are the priority.

BRAC Bank/bKash and Dutch Bangla Bank are early leaders in the market. Both DBBL and
BRAC Bank/bKash launched in 2011 and have moved to activate agent networks in nearly all
districts. Both have opened millions of mobile accounts and their transaction volumes since launch
are higher than others so far. Both DBBL and BRAC Bank/bKash rely primarily on making

contacts with MNOs for the use of USSD channels.

The more recent launch of Bank Asia’s program is notable. Bank Asia is a more recent entrant and

has a different approach. It offers an MNO independent technology, but is limited to those with
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Smartphones which have higher computing capability and can use existing data services provided

by MNOs with no need for a special contract with any MNO.

The mobile banking system has given the industry a scope to widen its financial enclosure. The
MMU 2013 Mobile Financial Services State of the Industry Report has highlighted that an
increasing number of providers are overcoming operational challenges to create solid distribution
networks and a large base of active customers. Today, 13 services each have more than 1 million
active mobile money accounts and those services that have created solid foundations are moving
forward with new products such as bulk payments and merchant payments. The augmented
number of mobile money users and access points demonstrates the important role of mobile

financial services in driving financial inclusion in developing countries.

As mobile money becomes a conventional product for a growing number of operators, competition
is also increasing. At the end of 2013, 52 markets had two or more mobile money services
compared to 40 in 2012. In June 2013, transactions involving external companies using mobile
money as a platform to receive and make payments drove the growth in mobile money globally,
representing 29 per cent of the total value of transactions. These transactions are also growing
much faster than airtime top-ups and on-net transfers. In June 2013, 53,000 dealers were accepting
payments via mobile money and 16,000 organizations use mobile money as a payment platform

for accepting bill payments or making salary payments.
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The State of Mobile Money Access

Using a mobile phone makes it more convenient to conduct payments and make transfers, mobile
money users still need to be able to easily cash-in and cash-out from their mobile wallet, and these
cash-in and cash-out (CICO) activities have to be supported by a physical network of distribution

points.

How far are mobile money agents reaching?

To facilitate deposits and withdrawals from accounts, the mobile money industry has been relying
on large networks of agents. First, let’s consider the reach of these agents. In comparison between
2013 and 2014, the number of mobile money agent outlets grew quickly at an annualized growth
rate of 23.35%, reaching 257561 in June 2014 January. However, there are certain proportion of
agents who are inactive and the telecommunication company and the banks are working very hard

pushing the agents to be active by providing striking incentives and location of the dealings.

What are the trends in mobile money distribution?

As the industry matures, new distribution trends are emerging which contribute to improving
accessibility of mobile money services. One of these trends is agent sharing. Traditionally, every
mobile money provider builds and manages its own network of mobile money agents, although in
some cases agents can service multiple deployments in one market. In 2013, we began to see agent-
sharing models becoming formalized, with service providers recruiting and managing agents that

other companies use to deliver their own mobile money services. Examples of this model already
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exist in Nepal, Nigeria, and Zambia. This emerging trend highlights an interesting alternative for

operators seeking to manage their cost structure.

The State of Mobile Money Revenues — is there really any money in mobile money?

Initially, mobile network operators (MNOs) introduced mobile money initiatives to reduce the
costs of distributing airtime and customer churn, though recently it has started to see an increase
in MNOs revenues from mobile money transactions. Potential growth of mobile money
deployments is widely accepted, but there has been a lot of debate surrounding profitability. Whilst
mobile money deployments have made significant inroads in developing countries only a few

MNOs have reported double digit contributions to their overall revenue.

Number of mobile money services:

The mobile industry reached a milestone at the end of quarter 3, surpassing 200 mobile money
deployments at the end of 2013, there were 219 services live in 84 countries, compared to 179
services in 75 countries at the end of 2012 (see figure 1). The deployment tracker has also identified

113 mobile money services that are planning to launch.

In 2013, mobile money was rolled out in nine new markets: Bolivia, Brazil, Egypt, Ethiopia,
Guyana, Jamaica, Tajikistan, Togo, and Vietnam, regulatory reforms that are enabling mobile
money services are contributing to the growth of the industry in terms of number of deployments.

With a year-on-year increase (YOY) of just 22%, the growth of mobile money services is now
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slowing down. This deceleration in the number of new launches between 2012 and 2013 is true

across all regions although there are significant variations.

Mobile money represents a tremendous opportunity for social impact through enabling customers
to access services which can help them to manage their daily lives and improve their livelihoods.
It also represents an important commercial opportunity, and as such many of our members have

built mobile money into their core strategy for achieving future revenue growth.

With 219 services in 84 countries at the end of 2013, mobile money is now available in most
developing and emerging markets. The industry continues to grow and expand outside of Sub-
Saharan Africa, with 19 service launches planned in Latin America for 2014.The number of active
mobile money accounts is growing fast, in June 2013 there were over 60 million compared to just
37 million in June 2012. A total of 13 mobile money services have now reached scale, with over

1 million active users.
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Number of live Mobile Money Services for the Unbanked by Region (2001-2013, year-end)
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With an increasing number of services reaching scale, the mobile money industry is extending

access to financial services beyond the reach of traditional financial institutions in many

developing countries. At the end of 2013, nine markets had more mobile money accounts than

bank accounts, compared to just four in 2012.

The development of other mobile financial services including mobile insurance, credit and savings

services will enable a deepening of financial inclusion by offering services beyond money transfer

and payment. In 2013 there were a total of 123 mobile insurance, credit and savings services, 27

of which were launched this year.
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Ecosystem development & interoperability:

An increasing number of mobile money providers are recognizing ecosystem development
opportunities as competition within the mobile money industry grows. As mobile money becomes
an increasingly mature and mainstream service, with 52 markets now having 2 or more services,

opportunities to foster interoperability are highlighted.

Mobile money services have been used successfully in a number of markets to address the issue
of payment and billing scale. In June 2013, there were 53 thousand merchants accepting payments
via mobile money, and 16 thousand organizations using mobile money as a payment platform for
accepting bill payment or making bulk payments such as salary payments. Given these
developments in the mobile money ecosystem it is not surprising that transactions involving
external companies have driven growth in the sector, representing 29 per cent of the total value

transacted in June 2013.

MFS in Perspective of Bangladesh:

In Bangladesh 22% of adults use mobile money and less than 10% of the population (165mn) so
far have encountered any formal banking facility. Nearly 48% of MFS users live in urban areas
while 32 per cent reside in rural areas and 20 per cent in semi-urban neighborhoods, according to
a study. Less than 20 per cent of the users are women, according, titled ‘Mobile Financial Services
Consumer Insights’.85% of mobile money users transact through OTC instead of using their own
wallets. However, this shows that most of the mobile banking base are yet to understand the proper

use of their mobile wallets.
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TABLE 1. PLAYERS IN THE MOBILE MONEY ECOSYSTEM®

MNOs

Banks

Agents

Retailers
Utilities
MFIs

Employers

Regulators

IFIs and
Donors

Civil Society

End Users
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e Mobile infrastructure

* Extensive retail outlet/agent networks

* Massive customer bases that include low-income segments
e Strong branding

* Customer trust

e Customer service structures

* Ability to make good margins on low ARPUs

* Banking license and infrastructure

» Ability to facilitate foreign exchange, clearing, and settlement

* Regulatory compliance expertise

* Retail outlet networks (though significantly more limited
than those of MNOs)

* Physical points of presence

* Customer trust (in some cases)
* Knowledge of customer usage habits and needs

 Physical points of presence

e Periodic billing and collection

* Service presence among low-income segments
® Regular communication with low-income clients
* Knowledge of low-income clients’ habits and needs

e Existing periodic payroll distribution to employees

* Authority to impose regulation and monitor and enforce
compliance

e Contacts, experience, and expertise across countries, sectors,

and industries
» Credibility with regulators
* Comprehensive suite of relevant functions
e International presence

» Local contacts and knowledge in low-income markets

* Credibility and trust
* Relevant operations

e Relevant needs

* Acquire customers

* Manage churn

* Reduce airtime distribution cost

* Increase ARPUs

* Capture additional revenue opportunities, e.g. interest on
float or commission on float mobilized; commission on B2B
transactions; finders fees for bank accounts opened

* Meet service obligations and CSR goals

* Significantly reduce cost of delivering financial services

» Establish presence in new customer segments and new
geographic areas

* Meet service obligations and CSR goals

* Capture additional revenue e.g. through retention of deposits

* Earn commissions on transactions
* Increase traffic and thus sales potential (for agents who
are retailers)

* Reduce cost of handling cash
* Reduce queues at peak times
* Manage inventory more effectively

* Reduce cost of payment collection and processing
* Increase timeliness of payment
» Offer greater customer convenience

 Safer and lower-cost methods of disbursement and collection
* Improve business efficiencies

* Reduce cost of payroll processing, risk of cash handling
* Offer greater employee convenience

* Promote financial inclusion

* Enable wider range of payment choices

* Address AML/CFT concerns by moving cash into more visible,
formal channels

» National socio-economic development

* Promote financial inclusion
¢ Drive development in general, in line with organizational
mission

* Enhance social and economic impacts of their activities
* Drive development in general, in line with organizational
mission

* Reduce risk of carrying cash

¢ Increased access and affordability of payment, remittance,
and other financial services

* Convenience of remote payment, remittance, and other
financial services



* Provide infrastructure and communications service

¢ Agent oversight and quality control

e |ssue e-money (where commercially desirable and permitted by law)
* Exercise leadership in drawing mobile money ecosystem together

» Advise other businesses (e.g. banks, insurers, utilities) on their mobile money

strategies

e Offer banking services via mobile

* Hold float or accounts in customers’ names

 Handle cross-border transactions, manage foreign exchange risk
* Ensure compliance with financial sector regulation

e Perform cash-in and cash-out functions

¢ Handle account opening procedures, including customer due diligence

(where commercially desirable and permitted by law)

* Report suspicious transactions in accordance with AML/CFT requirements

e |dentify potential new mobile money applications

¢ Accept mobile payments
e Use mobile payments in B2B transactions, payment of wages
e Build customer trust in mobile money by leading by example

 Offer mobile payment options

e Introduce low-income segments to mobile money
e Educate end users

» Offer direct deposit of wages into mobile money accounts

* Provide enabling environment for mobile money
e Protect stability of financial system
» Demonstrate leadership to encourage and protect behavior change

¢ Undertake research, especially on lower income segments
e Provide financing and/or technical assistance

e Facilitate dialogue among ecosystem players

e Support government reforms

* Financial literacy awareness and education

e Undertake research, especially on lower income segments

* Build the capacity of agents and small retailers

 Engage in operational partnerships with mobile money providers
* Financial literacy awareness and education

» Use mobile money to improve their lives
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* Regulatory limitations on providing financial services,
e.g. on taking deposits, issuing e-money

e Shareholder pressure for faster, higher returns

o Strategic focus that may not include mobile money

* Narrow customer base

e Lack of experience with, and in some cases interest
in, low-income customers

* Stringent regulatory requirements with significant
compliance burdens

e Liquidity shortfalls

e Basic business skills gaps

e Lack of customer trust (in some cases)

e Limited ability to partner with large corporations

 Customer demand (or lack thereof) for payments
through mobile channel
e Business partner willingness to transact by mobile

* Potential threat to existing bill collection agents

* Back office systems may not link with mobile
money platforms
e Cultural resistance

o Cultural resistance

* Lack of experience with convergence of financial
and telecommunications regulatory regimes
e Lack of financial and technical capacity

e Can only act as catalyst

e Philanthropy-based, not-for-profit funding models
limit scale

e Cultures and business processes may not easily lend
themselves to partnership with business

e Lack of awareness
e Limited financial literacy
e Cultural and psychological resistance



3.3 The Mobile Money Interface:

There are basically two interfaces in the mobile money core system. It is important to know how

it works and the divisions of MFS in active mode. Below is a chart of the system works.

Banking Systems

Payment
Switches

Mobile Money
Core System

Biller Systems

P
Payment Service
provider systems

|\

Vs
(&

Point of Sale
Devices &
Systems
\\
Internal MNO Interface External Interface

Table: Mobile Money Interfaces
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3.4 The Functional layer:

The transactional Functionality of mobile money systems must support three types of activities:

1. Customer Activities: these may be performed by a customer or a business, but they
have an impact on the customer’s mobile money account.

2. Agent activities: agent perform two distinct functions, serving customers and
administering their business.

3. Operator activities: performed by the MNO offering the service

Mature services and vendors agree that it is preferable to launch a new mobile money service with
a limited suit of functionality. This makes it easier for both customers and agent assistants to
understand the service, why it’s needed, and especially how to use it. Additionally functionality

can then be rolled out in a structured fashion over time depending on how the service evolves.

MNO Activities:

Operators administering the service at the MNO have a range of tasks to perform. A key financial
transaction is converting cash into e-money (and vice versa) as cash is deposited into (or withdraw
from) an underlying bank account. This is called “bank reconciliation”. Other examples include
transferring funds between mobile money accounts, making agent commission payments, and
allocating funds to an agent account. All financial transactions, including bank reconciliation
should be performed using a “maker/checker” procedure (common in conventional banking
systems) in which one person creates the transaction and another approves it. Mobile money

services generally requires this, so vendors need to support this feature.
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3.5 Fraud and Risks:

The growing popularity of Mobile Financial Services has created different challenges but exciting
opportunities. One of the key challenges in MFS is how to manage the inherent risks particularly,
the risk of fraud. Mobile Financial Services face similar risks to those seen in the payments and
other financial services sectors. The risks become more complex because, mobile financial
services target the retail market. With millions of users accessing services, it is important for
stakeholders to understand the risks that they face and therefore to better prepare for such risks.
After all, the risks and fraud result in the loss of money to someone.lIt is important for an
organization to have a clear understanding of risks and fraud in order to establish measures that

mitigate against the risks otherwise the credibility of services will be affected.

It is evident that mobile money-related fraud is increasingly becoming important. Over the past
few years, several serious cases of fraud have been reported that have raised concerns within the
industry. As mobile payments begin to scale in many markets and new products are introduced,
there is growing need to address fraud conclusively. There can be five core types of fraud, they

are:

1. Customer driven fraud

2. Agent driven fraud

3. Business partner driven fraud
4. System administration fraud

5. Mobile financial service provider fraud
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3.6 The Development of Ecosystem:

The mobile money has vastly supported the economic community producing goods and services
for the customers that adds value to the ecosystem. Mobile money ecosystems span a wide range
of different players, including mobile network operators, banks, airtime sales agents, retailers,
utility companies, employers, regulators, international financial institutions and donors, and even

civil society organizations.

Mobile money has significant implications for economic activity across the board. First, it reduces
the cost and risk inherent in dealing with cash. Second, and perhaps more significantly, it facilitates
the flow of money from one party to another using a communications infrastructure that already
connects billions of customers around the world. The need and opportunity for mobile money are
shared by businesses and their customers. In particular industries, such as telecommunications,
software, and even retail, it offers the chance to develop whole new business lines. For customers,
the advantages of mobile money include affordability, security, and convenience. The mobile
channel may open access to financial services and other markets to many, mostly low-income,

customers who are currently excluded altogether.

It is mobile money’s ability to facilitate financial sector inclusion that gives it its enormous
potential for development impact. Given access, financial services can help poor people forge their
own paths out of poverty in two primary ways. First, they enable one to obtain through savings or
credit sums of money large enough to invest in income generation and asset creation (for example,
through enterprise, housing, education etc. Second, they help reduce vulnerability to unexpected

events such as accident, illness, theft, or drought.
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Many mobile network operators (MNOs) are playing leadership roles within their mobile money
ecosystems. What gives MNOs the impetus and ability for leadership in developing mobile money
ecosystems is their reach across customers in all income segments. In Bangladesh, about one tenth
of the population has bank accounts while more than one third has mobile phones. As a result,
MNOs are able to provide not only the infrastructure and a large pool of potential users for mobile
money. Their advice is especially critical for companies seeking to use the mobile channel to reach
out to new customers beyond their traditional markets. MNOs’ networks of sales agents and retail
outlets, where customers can sign up for service, purchase phones and accessories, and top-up their
pre-paid airtime accounts, give them their reach geographically and across income segments.
These agents and retail outlets form the backbone of any mobile money ecosystem.In theory, the
mobile money argument is strong for banks as well as MNOs. Mobile banking is up to 50% cheaper

than offering financial services through traditional channels, and the unmet need is enormous.
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3.7 Advantages and Disadvantages of Mobile Banking

Advantages:

It utilizes the mobile connectivity of telecom operators and therefore does not require an

internet connection.

e With mobile banking, users of mobile phones can perform several financial functions
conveniently and securely from their mobile.

e You can check your account balance, review recent transaction, transfer funds, pay bills,
locate ATMs, deposit cheques, manage investments, etc.

e Mobile banking is available round the clock 24/7/365, it is easy and convenient and an

ideal choice for accessing financial services for most mobile phone owners in the rural

areas.

e Mobile banking is said to be even more secure than online/internet banking.

Disadvantages:

. Mobile banking users are at risk of receiving fake SMS messages and scams.

. The loss of a person’s mobile device often means that criminals can gain access to your
mobile banking PIN and other sensitive information.

. Modern mobile devices like Smartphone and tablets are better suited for mobile
banking than old models of mobile phones and devices.

. Regular users of mobile banking over time can accumulate significant charges from

their banks.
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3.8 Mobile Financial Services in the Context of Robi Axiata Limited, Bangladesh:

Robi is the Bangladesh brand for the Axiata group out of Malaysia. Robi is the third largest
provider with 20% market share. Robi started its mobile money services 1% with Dutch Bangla
Bank (DBBL) in 2011 and later with many existing Banks especially BRAC Bank/bKash is its
highest players. Digital transactions include the aggregate of P2P transfers, bill payments,
merchant payments, and other digital transactions the platform enables. Cash-based transactions
are the average of total cash-in and cash-out transactions. For example, a round-trip P2P
transaction which requires cash-in and cash-out from agents. The product offerings of Robi Digital
Services are, P2P transfer, Bill Payments, Bulk Payments, Merchant payments, International

Remittance, Airtime top up, Cash in and Cash out

P2P transfer Bill payment Bulk payment Merchant International Airtime top up Cash-in Cash-out
Payments Remittance

= Do not offer the product in June 2013 and are not planning to launch it within the next 12
months (top in chart)

= Do not offer the product in June 2013 but are planning to launch it within the next 12
months (middle portion)

= Offer the product in June 2013(the last part)
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The challenge of Robi is to keep a track on the active registered accounts. This is because a
thousands of accounts are opened per day and the agents miss out registering those accounts and
the customers most of the time skip fulfilling the legal formalities what so ever. The below chart

shows the active registered accounts compared to the global and the Bangladesh region.

106
9%
B8P%

T
60
50
4%
30%
200 7
106
0%

44 B4

25.6/0

December 2012 June 2013

Robi (red), Global (blue), Region (grey)

The progress was only possible because Robi hires qualified agents interviewing the applicants.
The agents are given trainings and knowledge about the products and the feature of it, so that they
can satisfy the customers and fulfill all the formalities that are necessary to open an account and
make transactions. Robi Digital Services team track the progress report and brings out the solution
if the agents face any problems from the customer end. The Digital Services team go for a monthly
visit into different cities for upgrading the day to day transaction system. The KYC center provides
them all the requirements of the customers and the team upgrades themselves according to the

customers need.
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This chart shows the average number of transactions per active customer (using 30 days customer
accounts for wallet-based services and the number of unregistered users who have transacted

during the month for OTC services) per month by product in June 2013.

It shows that the Merchants payments, Cash-in, and the P2P transaction are domination the product
offerings in Robi Axiata Limited. Maintaining with the global standards, Robi is competing in a
tremendous manner. However, the P2P transfer and the Airtime top up is dominating the
worldwide market of Mobile Banking. A chart is shown below in respect of value (right) and

volume (left) of the product offerings worldwide.

I AIRTIME TOP-UP

I BILL PAYMENT

I BULK PAYMENT
INTERNATIONAL REMITTANCE

‘—] MERCHANT PAYMENT

I P2P TRANSFER
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3.9 Payment Systems Department

Mobile Financial Services (MFS) comparative summary statement of February, 2014 and March, 2014:

Serial Description Amount (in Amount (in Percentage Change
no. February, 2014) March, 2014) (February, to March,
2014)
1. No. of approved Banks 28 28] -
No. of Banks started
. 19 19| -
2. convey the service
3. No. of agents 2,57,561 2,93,143 13.81%
4, No. of registered clients 146.19 lac 150.24 lac 2.77 %
5. No. of active accounts 73.88 lac 59.30 lac (-)19.73 %
6. No. of total transaction 2,90,22,643 3,33,62,135 14.95 %
7. Total transaction in taka 6,534.45 Crore BDT| 7,849.12 Crore BD| T
20.12 %
8. No. of daily average 9,67,421 11,12,071 14.95 %
transaction
9. Average daily transaction in 217.81 Crore BDT | 261.64 Crore BDT 20.12 %
taka
10. Additional information Amount (in crore | Amount (in crore
BDT) BDT)
a. Inward Remittance 2.82 3.26 15.60%
b. Cash In transaction 2,752.90 3,395.39 23.34 %
(o Cash Out Transaction 2,533.38 2,994.54 18.20 %
d. P2P transaction 1,135.86 1,323.47 16.52 %
e. Salary Disbursement (B2P) 28.94 36.67 26.71%
f. Utility Bill Payment (P2B) 58.15 72.79 25.18%
g. Others 22.40 23.00 2.68 %
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The chart shows the changes/ increase in the Mobile Financial Services for a very short time. This
indicates the Mobile Money culture is habituated to this region and the booming industry is
showing a positive indications in the financial sector as well as the development of the ecosystem.
The purpose of showing the changes for a short period is that the increase in different sector is
identified. The sectors which needs to improve can also be identified and can take corrective

actions without spending a lot of time as the result is reviewed in a short time.

3.10 The Financial Sector Snapshot:

As the table shows that Bangladesh has widen its financial sectors with every sector possible. The
branches of the Banks and the number of agents and ATM’s increases widely from year to year.
The comparison of the private, commercial and the foreign owned banks statements are shown in
the table to get a clear view of how each banks are progressing. The number of ATMs are shown
to get a view that the increasing amount of transactions are the result of available greater amount
of ATMs. Thus the economic condition of the country is booming and the customers are habituated
and feel free to use Mobile Financial Services for instant and safe money. The increasing amount
of branches, ATMs, and the Banks shows that the future of the Mobile Financial Services to the
leading business as it provides a time consuming transactions and easy cash dealings for the
customers. Thus Mobile financial Services will be the largest “Services Oriented” products that

will serve the large amount of customers.
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The Financial Snapshot:

IESTE R I I

State Owned Commercial Banks 4 4 4

State Owned Development

Financial Institutions 5 4 4
Foreign
Commercial Banks 9 9 9

Private Commercial Banks
30 30 30
State Owned Commercial Banks 3,387 3,447 4,148

State Owned Development

Financial Institutions 1,365 1,382 1,388
Foreign Commercial Banks 58 72 74
Private Commercial Banks 2,285 2,828 2,912
Agents 50,000+
ATMs 3,000
POS

Credit Cards

Debit Cards
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3.11 Mobile Overview of Different Telecoms in respect of MFS:

Airtel .
Banglalink .
Citycell |
Grameenphone m
Robi

Teletalk

The chart shows that Robi Axiata Limited has secured its position in the second after Grameen
Phone and Banglalink is on a close competition with Robi Axiata Limited. In recent days all the
existing telecommunication company is focusing on providing their customers with instant mobile
money services. The banking sectors are also in collaboration and coming up with new offers and

terms providing the customers easy and secured mobile financial services.

However, there is always a risk of theft and challenge to secure the data information of the
customers. The banks and the telecommunication companies now a days are very strict about
collecting information of the customers. The national 1Ds, birth certificate and the business trade
license cards etc. are important to submit to the banks and the telecommunication company to
secure the customers money and to avoid theft. The KYC (Know your customer) center helps the
customers to get their own password and pin for each transaction they make. The Telco’s are
putting much effort to secure and encourage people to use mobile banking as they provide

sufficient and easy way to reach money to the customers.
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4. Conclusion:

Bangladesh began its Mobile Financial Services (MFS) journey in 2011. The primary goal of MFS
is financial inclusion- reaching the unbanked population with appropriate financial services. At the
broadest level, MFS constitutes offering financial services that include, but not limited to, funds
transfer, saving products, insurance products, paying fees of various forms (utility, education etc.).
However, in the initial stages of the market development, funds transfer services have been the

most common form of MFS in Bangladesh.

The report includes the several forms of MFS and how the Banks and the telecommunication
companies are coming up with more attractive and easy ways to serve their customers. It also
shows who are the customers, what type of transactions do they conduct and in what amount, what
factors influence their choice and how they view MFS. The main context of this report is on Robi

compared it to other Telco’s. The Banks play a big role in proving the MFS to the customers.

Mobile Financial Services (MFS) is a rapidly growing market segment in Bangladesh. New
regulatory guidelines, strategy shifts among the key MFS providers, increased awareness among
the public, have all contributed to significant growth of the market. For example, Bangladesh
reached 10 million registered customers mark in the early November 2013, and by the end of
December, the number has experienced a 30% growth. The rapidly increasing of the MFS has
created a mass attention in the market and the companies are coming up with new strategies, scopes

to work and serve customers with MFS.

While preparing this report it has been experienced that the mobile money services are quite
popular among the low income people compared to the high earners. As a result the rural and urban
areas are also covered experiencing the MFS. Hence the economy shows a positive indicator and
that the Mobile Financial services will bring a great opportunity in the economy and its customers.
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